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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE
WASHINGTON 25,D. C.

September 19, 1957

INTERNATIONAL SECURITY AFFAIRS

MEMORANDUM
TO: '~ CHAIRMAN, EXEGUTIVE COMMITTEE
- FROM: Defense Member

SUBJECT: Proposed Revitalization of the Economic Defenge Program

Analysls of the Problem

The rocent review of Economic Defense Policy by the NSC now provides
nov guidance to the econouio defense commmnity. The Work Program attached
to the paper considered by the Gouncil on Foreign Economic Policy (CFEP)
during its review of the policy sets forth the basis upon-vhich the program
should be "revitalized." It is now required that the economlc defense

" commmunity implement effective controls.

It is firmly believed that the multilateral control systom cammot
be revitalized on the basils of the existing miltilateral conaephs and
procedures., COCOM and CHINCOM have established precedents which preclvds

Tany country from proposing, and having accepted, ideas which will reviso
the controls in the direction of greater effectivensgs, regardless of
how meritorious the case. It peoms essontial, therefore, to attack the
problem at its root, namely, the basic corcepts underlying the controls,
and the procedures for their lmplementation. It seems quite useless to
attempt, as has the CIA in its recent study, to bolster up the control
structure by reviewing items in minuscule, using the highly restrictive
and distorted intorpretations of existing criterlia vhich now prevail in
COCOM. o

U.S. policy continues to ondoree the necd for trade controls, These
controls are endorsed because thoir succossful implementation centributes
to free world security. The policy calla for continuation of selective
controls designed to restrict, throush limitations on ctrategic shipments,
the growth of war potential in the Sino-3oviet bloec. In addition, uni-
lateral controls having political and moral purposes have boon re-endorsed
for Communist China.
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The probleom foced by EDAC is to devise a system of offective arnd
supportable controlg having the full backing of all the respouaible
egencleg of the U.S. Govermrant, which mwxiﬂi"os tho Irract of trade
controls on tho Sino-Soviet bloc's war potentlwl. The problon brea’n
down into two basie parts. First, there ruat be en egreoed U.S. Govorweont
_pooition bolstered and supported by repres ontatives of all reccoasible
arencies, whother or not they boliovo tho ohjectives of the progran ere
vortlahille and attzinable, S~enrd, thepre rhat_ka a fully supported and
effectivoly implomentod rna@tinxdon uith the pﬂrticlpatina ccuntriow,

both rultilaterally and bilatoraliy.

U.S. Jeadership and initiative runst be reosserted and effectivaly
sustainod if tho opposition to controls of any kind, which bas boen re-
- peatedly announced by ceriain lsading participating govermronts, is to
be overcema. It is belleved that a consistont and effective position of
the U.S. Governmont, consistently malutained and uunporﬁcd by officials
of every level, will irmrove rather than doteriorate oxr rolationchips
with othar participatina governmants. This is not to gay that ths U.S.
must be totally infloxible in its epproach to the trede control problem.
On the contrary, once a solid basis for a well-rounded and effectiye
progran has boen establisbed, groater flexibility than at preseat moy be
possible to accermcdate minor exceptions. Ths current situatien is such
that the U.S. cannot maintein an attitude of flexibility withonbt in effent
sgresing to elimination of large sogments of the remainirg prozeom. Little
rocn for flexibility retnins., The W1llinannss of the U.S, to participate
in tho slow erosion of the controls 1s taken to moan that we egreo to the
olimination of controls, but mist maintain a "facade" for domastie political
reasons. _

Altornatives

It is belleved there are only two alternatives for the U.S. to pursue
at this time, The first, and what may appear to be the easiest in the
short run, would be to continue the gtatus quo; to attempt through a series
of lngt-ditch, desperate actions on individual item reaotiations to alow
dovm the progress of decontrol which hag taken a strady course since 1954,
This decislon is tantemount to dostroyina the malbilateral proﬂram ovor a
12 to 24 month pericd. i : ,

The socond alternative is to attempt a basic chanze in direction
throvzh a thorough review of the concepts and principles underlyinz the
controls, and nogotinting enorgetically for a substantial revision which
strengthons the controlsg very materielly. The first alternative will shew
a clear lack of U.S. lealershin. The cocond will demonsztrate that the U,S.
can exert leadorship and is willing to do so when an effective security
objective 1s to b2 echlieved.
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Proposcd Couras of Action

It 18 proposed that the economic defense comwmmity cdopt Alternative 2
above. If this is accepled, the following steps should be taken:

1. Egtoblish gubstantislly rovised concents spd criterin for the
controls, This revision must of course remsin within the basic instruetion
of directing the multilaterel controls toward the Sino-Soviet bloe war poten—
tial. Tt is believed that an objective review of the exloting econcmle and
military situwation in the Sino-Soviet bloe will show extensivo weolnesses
and vulnerabilitics which are susceptible to exploitation through effoct-
ively applied trade controle. Stultifying stovdards, such as the require-
mont o demonstrate conclusively the impsct of ench specific sction, should
Be discorded as unrédlistic and unduly restraining on the proponents of
effective control, T T T T T T T

—— o —

2. Rovitnlize the Consu]tg§$g§;gggggg Call an early meeting to
explain and discuss U.S. proposals as indicated in 1. above, and in addition,
propoge gpocific and effective measures to eliminate the sbuses which cocoM

has fallen into, especially the prepordorance of commerciel considerations
which governs the positions of mony governnents.

3. Maintein and repeatedly assert the sscurity besis for the UsS s
pozition end atiitude on trade controls. This posture is considercd to be
of very great importance, not only sg a means of makirg nogotiations effec-
tive, but also as a means of convineing participating gaovernnents of tho
complete sincerity and steadiness of purpose of the U.S.

4e GContinme to maintoin a much hicher lewel of trode_control, both
uith regard to Commmist Chira end tho Soviet blee, than do othen comntriesn,
The U.S. should not be apolegetic for this ection, but should maintoin its
nore stringent controls even in the face of strong pressure, if it should
develop, by the domestic business community. This should serve to emphaglize
the determination of the U.S. to retzin the trade control progrem properly
in phase with other cold war programs.
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